The fiscal risk of the base salary growth is even more serious than the risk of the senioritybased salary growth. The Denial Act Proposal is a measure with a fiscal effect of HRK 250m in 2016. However, the Government will have to deal with further demands from public and civil service unions, related not only to seniority-based salary increases, but also to a provision on increasing the gross base salary as a consequence of real GDP growth, contained in a separate agreement. 3 Consequently, the national budget is threatened by an increase in expenditures of not only HRK 250m, but of an additional HRK 1.95bn.
Collective agreement and salary growth. The Government and the civil service trade union signed a Collective Agreement in 2008, governing the working relationships, workweek, and entitlements to annual leave and annual leave allowance, salary bonus, sickness allowance and transportation bonus, annual medical check-up and employment anniversary rewards, base salaries, etc. As early as Potential fiscal cost of base salary growth. Gross base salary (determined in the Act on Salaries in Public Services and in collective agreements currently in force) is the product of a job complexity coefficient and a salary calculation base, increased by 0.5% for each completed year of service 4 . Compared with the old base, the new base should increase by the gross amount of HRK 306. Consequently, the minimum monthly salary increase, relative to the former base, for 240,860 employees is expected to be HRK 162.9m, or HRK 1.95bn annually (Table 1) . Government finance is entering an extremely sensitive period of potential financial instability, as a result of promises of salary growth made in previous periods, but to be fulfilled by the new Government. According to the Croatian Bureau of Statistics (CBS) data, real GDP went up by 1.2% and 2.8% in the second and third quarters respectively, and its growth in Q4 is expected to exceed 2%. This will automatically activate the provision to increase the base salaries of civil and public service employees. In the case that the CBS on February 26, 2016 publishes information on GDP growth exceeding 2%, the Government should already have a first proposal for a national budget plan which includes the amount of expenditures for employees. The Government has three options. First, it can challenge the provisions of the collective agreement and of the signed agreements on salary growth on
